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MONEY AND BANKING 


Although the decline in money rates during 
mowemnner was abrupt, the easing was not un- 
paralleled. Both in 1924 and in 1921 the drop in 
rates was faster and more extensive. The 
reason for this situation appears to be that most 
of the credit liquidation which has thus far taken 
place has occurred in brokers’ loans made by 
lenders other than Such a liquidation, 

ad of easing the situation, in reality threw 
an added burden upon some banks, so that there 


money 


banks. 


ya 


has been no decrease in the total volume of 
banking credit in use. The March 15 maturity 
of United States Certificates of Indebtedness, 


for example, was vielding five per cent in the open 


market in sient 41% per cent in October before 
the stock market break, and only a trifle over 
three per cent on Naina 25. Investment 


bond yields are showing something of a similar 


tendency. Brokers’ quick call money in Boston 


had dropped to five per cent on November 
25, as compared with nine per cent early in 
October. The decline in rates on prime 90-day 


acceptances has been one of the outstanding 
features of the market, dropped 
during the summer to 


November 25. 


money having 
from 5% per 
per 


be a wide 


cent 3% 
This appears to 
but compares with a similar 
from 414 per cent to two per 
1921 from 6% per cent to 4% 
The easing in rates for brokers’ com- 


cent on 
decline, 
1924 
and in 
per cent. 


drop in 
cent, 


mercial paper has not been so marked, because 
the market for such paper has been sluggish for 
some time. Such paper is now available at 5% 
per cent, as compared with 614 per cent a few 
ago. The Federal Reserve Bank of New 
York reduced its rediscount rate twice during 
November: on November 1 from six to five per 
cent, and on November 15 from five to 4% per 
cent. On November 21 the Federal endive: Bank 
of Boston reduced its rediscount rate from five 
per cent to 41% per cent. Each Wednesday 
between October 23 and November 20, inclusive, 
the reserve ratio of the Federal Reserve Bank of 
Boston was above 80.0 per cent. 

Credit strain in Boston banks was at its peak 
on October 23, just previous to the break in the 
stock market. During the following week deposits 
increased rapidly, while loans increased only 
moderately, thus bringing about a temporary 
easing in the credit situation locally. This situa- 
tion, however, was transitory, as deposits began 
almost immediately to decline, and have continued 
their contraction each week since October 30, so 
that on November 20 all but $20,000,000 of the 
increase had been cancelled. Throughout this 
period, on the other hand, the total volume of 
loans and discounts remained virtually unchanged, 
although there had been considerable increase in 
commercial loans, counterbalanced by a corre- 
sponding decline in collateral loans. Nevertheless, 
the Boston banks were enabled to reduce their 
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Du — the latter part of October total loans and discounts of New England member banks stood at higher levels than at any time during 
the past 


Ive years. 


by 


During the first three weeks of November only a small decline had occurred. 


Since the middle of August borrowings 


ee E ngland member banks from the Federal Reserve Bank of Boston have been declining quite sharply, and at the first of November 
were in smaller volume than at any time in nearly two years. 
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borrowings from the Federal reserve bank sub- 
stantially, continuing a contraction which had 
been in progress since mid-summer. On Novem- 
ber 20 they were almost out of debt to the Federal 
reserve bank, borrowing only $4,181,000. . 

The situation in the country banks is in marked 
contrast to that in the Boston banks. Almost no 
increase occurred in the deposits of the reporting 
member banks outside of Boston during the week 
from October 23 to October 30, but following that 
date deposits declined about two per cent from 
the level of October 23. The contraction in total 
loans and discounts, following the temporary 
expansion on October 30, was moderate, so that 
these banks found themselves under the necessity 
of borrowing heavily from the Federal reserve 
bank. 

, Summarizing briefly the “foregoing, therefore, 
it appears that the Boston member banks have 
greatly reduced their recourse to the reserve bank, 
and, as measured by the relation of the demand 
for and supply of loanable funds , have somewhat 
improved their own condition during the month 
ending November 20. The reporting outside 
member banks, however, have increased their 
recourse to the reserve bank, and are in a less 
favorable position as regards the relationship of 
demand and supply of loanable funds. 

During this period the volume of Federal 
reserve credit in use in New England declined 
substantially, and amounted to only $62,000,000 
on November 20, 1929. This was less than half 
the $139,000,000 outstanding on May 29 of this 
year. Some of this contraction took place in 
holdings of acceptances, but this to a large extent 
was counterbalanced by increasing investments 
in United States obligations. The major part of 
the contraction occurred in loans to member 
banks. It was pointed out above that Bostong* 
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Coincident with the sharp reduction in brokers’ loans and the drastic 

decline in the security markets, money rates, as indicated by quotations 

for brokers’ prime commercial paper, dropped sharply between the 

latter part of October and November 23. During the last three months 

there has been little change in the average yield on 60 high-grade bonds. 

Sources of data—Standard Statistics Company, Inc., and Federal Reserve 
Bank of New fox. 


banks have been steadily liquidating 
edness to the reserve bank, reducing 
ings on November 20 to a little over $4,000,000 

as compared with about $70,000,000 borrowed on 


June 26. This is the smalle 


st volume of Federal 
reserve funds borrowed by Boston banks since 
1926, barring a single date in April, 1927. This 
situation is to be contrasted with that of the 


country banks, where the total borrowings of 
all such banks amounted to over $38,000,000 on 
November 20. With the exception of isolated 
instances, this is the largest volume borrowed by 
country New England banks since 1920. 

The contraction in Federal reserve borrowings 
appears to have occurred in those localities where 
the activities are most closely in touch with the 
stock market, the total of having 
been reduced in Boston member banks and tn the 
state totals of all member banks in Rhode Island 
and Connecticut. On the other hand, the locali- 
ties which increased their borrowings during this 
period were those which were located farthest 
from the financial centers, and y owner the state 
totals of all banks in Massachusetts 
outside of Boston and the total of all member 
banks in Maine, New Hampshire, and Vermont. 
It appears clear, therefore, that the credit situation 
in New England is unusually both a: 
regards the position of the member banks and 
the extension of credit by the reserve bank to the 
member banks. 
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The rapid reduction in total bills and securities 
of the Federal Reserve Bank of Boston in recent 
weeks, together with the stationary character 
of its deposits and Federal reserve note liabilities, 
resulted in a sharp increase in total cash reserves, 
which brought the reserve ratio to 86.3 per cent 
on November 20, the highest, with the exception 
of a few scattered dates, si since iy 24, 
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COMMODITY PRICE S AND 
Commodity Prices:—The Bureau of Labor 
nied esale commodity prices 


vl 


5 
for October declined about one per cent, the third 


successive drop since July. One of the principa 
% 1 } 7 1 be 1 
sources of weakness during October was in the 


farm products group. Weekly price es were turn- 
ing downward more rapidly in the last few 
weeks of October and early November, although 
the prices for the third week of November indi- 


+ +} - - ] . ~ 
cate that for the present the decline has 


resumed a more steady course. The midsummer 
lI 4? moanity —rAe Cnincined ith } 

peak In commoaity prices coincided with that 

for industrial production, and the decline in the 


price index (B. L. S.) has been synchronous with 
in production, although the large 
drop in the index for October for the most part 
reflected the repercussions occurring within the 

| er, during the past two 
kets have been relatively 


luctuating within a narrow 
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New England since 
the close of the first half of this year have been 
showing a tendency to fall below the record of 
At the end of June carloadings were 
.25 per cent ahead of the first half of 1928. Total 
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INDUS TRIAL CONDITIONS 


carloadings in the third quarter were slightly be- 
low the corresponding months of last year, although 
the nine months record for 1929 was approxi- 
=o 11,000 cars over the same period 


period a year 
ago. Carloadings of — and miscella- 
neous freight in New England were the largest for 


the fall season in the third week of October, the 
average being equal to that of the corresponding 
week in Oc i 1928. 

Building:—Total value of building contracts 
warded in New leiede during October rose 


D 


itinad $6,000,000 above September, but was 
approximately $1,000,000 below that for October, 
1928. The greatest gain was aan in resides 
tial building, which was 28 per cent ahead of 
September, although 16 per cent below the cor- 
ling month of last year. Residential build- 
ing (number of square feet of new contracts 
awarded) for October was in the smallest volume, 
after seasonal adjustment, since May, and these 
two months were the lowest on record for the 
past five years. It is too early to determine the 
influence that the rapidly easing rates in time 
money will have t 





oward resuscitating building 
activity. One of the principal factors in the 
retardation of new building in recent months 
has been the gradually rising interest rates, which 
movement had its inception early in 1928. Since 
the close of September interest rates began to 
ease appreciably. Weekly averages of new 
building through the third week of November 
have not shown any noticeable increase in the 
value of new contracts awarded. 

Emplovment:—Although there was a_ slight 
decrease in the total number employed in New 
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England during Octol 


yer, the employment situa- 
tion has been reasonably satisfactory, with only 
a moderate decline in the demand for workers 
In fact, during ( Ictobe ‘r the call for workers in 
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Connecticut, after seasonal allowance as well as 
in actual numbers, showed an increase. This 
strengthening of the demand for skilled workers 
is probably in part attributable to the increase 
in machine tool orders which occurred during 
October. In some lines of the metal trades, how- 
ever, there were evidences of declines in the 
number employed. The drop in employment 
figures for reporting concerns in Rhode Island 
in October was for the most part confined to 
various textile plants. Other industries, includ- 
ing the j Iry, metal trades, and rubber goods 
manufacturers, reported increases in numbers of 
workers employed. In Massachusetts, according 
to the Massachusetts Department of Labor and 
Industries, reporting and shoe establish- 
ments showed a decrease of 11.4 per cent in the 
aggregate payroll and a decrease of 2.7 per cent 
in the number employed. The greatest decrease 
occurred in the eight reporting radio establish- 
ments, which showed a decrease of 16.3 per cent 
in the number employed. Electrical machinery 
establishments reported an increase of 7.2 per 
cent in the number employed. The call for 
workers in Massachusetts was less than in Sep- 
tember, which month normally represents the 
fall peak in oo for this state. 

Boots and Shoes:—The estimated production of 
shoes in New England during October is three- 
quarters of one per cent above that of the corre- 
sponding month of a year ago. Total production 
of shoes through October of this year is now 
approximately 2.5 per cent above the same period 
of 1928. Total production for the United States 
for the 10 months ending October 31, however, 
was over 17 per cent ahead of the identical months 
of last year. Output in certain New England 
establishments has been partially curtailed in 
recent months because of labor problems, which 
now appear to have been satisfactorily settled. 
The daily average shoe production in this district 
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was about 35,000 pairs less than in September, 
and, after seasonal adjustment, indicated a decline 
of four per cent in the rate of output. Shoe ship- 
ments for Brockton have been falling Masiaels 
since the last week of October, which month, 
however, indicated a substantial seasonal increase 
over September. Hide prices, after registering 
moderate increases during September, again 
resumed the easing tendency which has been in 
evidence in recent months. Several grades are 
now practically at the lowest prices of the year. 

Textiles:—New England textile activity, which 
in the earlier months of this year was a strong 
supporting factor in the level of New England 
industrial activity, but lapsed somewhat during 
the third quarter, indicated renewed strength 
during October. As measured by the textile 
activity index, there was a gain of two per cent 
in the allied textile industries, while the general 
level of New England business declined modet- 
ately. Fine goods production recovered about 
half of the decline registered in September. Both 
cotton and wool consumption rose slightly above 
the usual seasonal expectancy, 
ery activity declined still further from the May 
peak. Cotton spindle activity in New England 
was 15 per cent above that of September, while 
for the country as a whole the October rate was 
nearer 14 per cent. Cotton receipts in five New 
England cities increased approximately 50,000 
bales to the highest monthly total since December 
1928. Wool stocks in the United States for the 
third quarter, were 28,000,000 pounds (grease 
equivalent) above those of the record at the end of 
June, and the total of 370,000,000 pounds, grease, 
equalled that of the third quarter a year ago. 
The various textile markets for raw materials 
and manufactured goods have been comparatively 
quiet, with the prices of raw wool, cotton, and 
silk declining, as well as the quotations on finished 
and semi-finished goods. 


while silk machin- 
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Sales in the kni it underw ear r depa 1rtments of Bost on department stores 
were in practically the same volume in October, 1929, as in that month 
of 1928. During the past year the sales in this department have been 
relatively more steady than at any other time during the past six years. 





In October, 1929, sales in infants’ departments of Boston department 

stores stood at a h 1igher level than in any other October on record. The 

data are available since 1923. Beginning with 1925, there has been a 

steady growth in the net sales in infants’ wear departments in the 
Boston stores. 
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RETAIL AND WHOLESALE TRADE 


Sales of reporting New England department stores during October were approximately seven per 
cent greater than in October, 1928, and were substantially higher than in that month in 1926 and 1927. 
Increases were reported by stores in each of the New England states, except Vermont, where sales were 
smaller than in October of the three preceding years, and New Hampshire, where sales were in about 
the same volume as in October, 1928, but smaller than in October, 1926 and 1927. For the first 10 
months of 1929, retail trade in all the New England states except Vermont showed an improvement 
over last year. 

New England department stores as a whole, as well as the Boston group, reported a slower rate of 
collections during October than in that month of 1926, 1927, or 1928. Credit conditions in Providence 
reporting stores, however, were more favorable in October, 1929, than in the corresponding month of 
the three preceding years. 

Sales of juniors’ and girls’ ready-to-wear by New England department stores during October in- 
creased nearly 23 per cent over the same month last year, which month showed a marked improvement 
over October, 1926 and 1927; for the year to date sales of this department were greater than in the 
corresponding period of 1926, 1927, and 1928. An increase of 17 per cent over October last year 
occurred in the corsets and brassieres department, and sales of men’s furnishings and boys’ wear showed 
gains of 15 per cent and 10 per cent, respectively. Sales of silk and velvet and woolen dress goods 
continued to decline, and were smaller in Octcber than in the same month of the three preceding years. 

SALES CONDITIONS 
1928 = 100 


Month of October January through October 

1926 1927 1928 1929 1926 1927 1928 1929 
Connecticut Department Stores.......... 96 96 100% 103 96 99 100 #' 103 
Maine Department Stores............... 82 94 100 108 86 94 100 ‘3’ 104 
Massachusetts Department Stores........ 1038 98 100 108 101 103 ~% 100 102 
New Hampshire Department Stores...... 110 106 100 100 103 105 100 101 
Rhode Island Department Stores......... 94 92 100 103 100 101 100 103 
Vermont Department Stores............. 95 92 100 91 94 95 100 94 
3oston Department Stores.............. 104 98 100 110 102 103 100 113 
New Haven Department Stores.......... 100 99 100 10t 97 100 100 101 
Providence Department Stores........... 94 92 100 103 98 100 100 103 
New England Department Stores......... 102 97 100 107 100 102 100 102 
New England Wholesale Shoe Concerns... 113 110 100 97 104 108 100 105 


CREDIT CONDITIONS 


Percentage of Open Accounts Outstanding at the First of October 
Collected during October 


1926 1927 1928 1929 
DOStON: DEPALUMENG DlOFGS esc c.x-dns Wore awe paces ee ale ore ecletee's 55.2% 51.0% 49.9% 46.5% 
INGW ELA VER | DC ArtEels tS COMER cies 10% d/o vce 'ercrelslers ectle/ ciate erecalsrals 51.9 55.4 55.5 53.8 
Providence Departiient Stores. sic c.0ccic.5)< cencccowucseeavasioe 51.2 51.3 51.2 52.5 
New England: Department Stores: «056s se ces doa esccmees dieser 51.7 49.4 48.6 46.4 
New England Wholesale Shoe Concerns..............eseseeeces 34.5 32.5 33.8 32.5 


SALES BY DEPARTMENTS—NEW ENGLAND DEPARTMENT STORES 
1928 = 100 


Month of October January through October 

1926 1927 1928 1929 1926 1927 1928 1929 
Silk and Velvet Dress Goods............. 118 109 100 94 129 112 100 91 
Woolen Dress Goodsic< cs secs cis cecnees 164 123 100 89 145 118 100 82 
Cotton Drees Goeus:ié 6 issicncidecs ve - 123 109 100 102 121 105 100 97 
Silverware and Jewelry...............+.- 96 ‘T: 89 100 109 93 102 100 103 
Mon?s! GIs thingn dacs staars he nineee ones 113 ©! 96 100 104 103 101 100 97 
TCHS AR TRISDNES 5.5 520.6: 6 sone. 0.6 :60erscere eee 107 :' 99 100 115 97 99 100 102 
NGG ERE he arcana th Seat eM BIZ. 98 100 110 105 102 100 98 
Women’s Ready-to-Wear............006- 103 | 96 100 99 104 103 100 96 
Misses’ Ready-to-Wear..........--.+06. 117 91 100 105 87 96 100 104 
Juniors’ and Girls’ Ready-to-Wear........ 91 : 88 100 123 78 86 100 113 
LETTS 5 earn len ouaPea Se ener eeReate Ay 108 100 100 102 104 103 100 101 
Women’s and Children’s Gloves.......... 109 91 100 112 101 100 100 102 
Corsets and: Brassieres 6.6 c50.45.0 0% 608: 103 102 100 117 104 103 100 102 
Women’s and Children’s Hosiery......... 93 97 100 109 86 98 100 104 
Knit Underwear, including Glove Silk.... 115 98 100 100 99 102 100 101 
Silk and Muslin Underwear.............. 114 109 100 106 114 109 100 98 
Women’s and Children’s Shoes........... 97 97 100 100 99 100 100 101 


Furniture. ....... RR rr CL Ce 93 103 100 106 98 103 100 105 





MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON Dec. 1, 1929 





SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 
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Wholesale Prices:—The general level of wholesale prices showed little change 
during the first three weeks of October, but in the last k of the month 


declined considerably. The decline reflect thiefly price reductions of 
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modi 4S witl a “d excl ng , whieh were influen od by 
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Bank Credit:—Following the growth of $1,200,000,000 in security loans by 
New York city banks during the week ending October 30, when loans to brokers 
by out-of-town banks and non-banking lenders were withdrawn in even larger 
volume ere WwW: QA ii ll | tion of these lo ins, accompany ing the decline in 
hree weeks of November Al] other lo S in- 
and there was also a growth in the banks’ investments. Rese 
| after increasing by $310,000,000 in the last week of October, 
decline , about $120,000,000 in the following three weeks. On November 
20 discounts for member banks were about $100,000,000 larger than four 
weeks earlier, and holdings of Unite tates securities were $190,000,000 
acceptances declined by $100,000,000. 


brokers’ loans during the first t 


Money rates in New York declined rapidly during October and the first 
three weeks in November. Open market rates on prime commercial paper 
declined from 614 per cent on October 22 to 5144-534 per cent on November 20. 

uring the same period rates on 90-day bankers’ acceptances declined from 
3% per cent. Rates on call loans were six per cent during most of this 
period, but declined to five per cent i e third week of November. Rates 


on time loans also declined. 
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The discount rate of the Federal Reserve Bank of New York was lowered 
from six to five per cent, effective November 1, and to 414 per cent, effective 
November 15, and the discount rates of the Federal Reserve Banks of Boston 
and Chicago were lowered from five to 4% per cent, effective November 21 
and November 23. 





